Analyzing competitive advantages on the basis of resource-based view: The concept of price and nonprice factors
Introduction
One of the fundamental questions facing contemporary firms is how to gain and maintain CAs on international markets. Looking back into the works of Penrose (1959) , Lippman and Rumelt (1982) , Nelson and Winter (1982) , Wernerfelt (1984) , Barney (1986) , Conner (1991) , Peteraf (1993) and others, or contemporary resource-advantage theory developed by Hunt (1995a Hunt ( , 1997a and Morgan (1995, 1996) , the resource-based view provides an acceptable framework for developing and defining CAs. The concept of defining resources as tangible and intangible entities that enable a firm to produce products or services which can be successfully implemented on the markets, gives firms a reliable mechanism for understanding which of the many resources are important in terms of gaining CA. Even more, in my opinion resource-advantage theory represents the most acceptable way to define CAs on international markets nowadays. The main reason for this is the importance of intangibles/invisibles -non-price factors -which differentiate the position and implementation of CAs on markets. Non-price factors, based on competencies and skills, are the most important sources of CA of the firm. From this point of view we can define some of the many sources of CA which directly and indirectly influence the position and performance of the firm on international markets. In the paper I divide these sources into six groups: human resource, knowledge, environment and location, time (flexibility), innovation, quality. All factors are interdependent, directly and indirectly influence each other and also the implementation of CA on the markets. Among these factors human resource is the most important, central factor (human resource theory; Pffefer, 1994 etc.) which influences the effectiveness of all other factors. Each of the factors is defined and measured by several variables based on resource-advantage theory of competition.
It is a well-known fact that today the so-called price factors (as basic factors of production) are spread around more evenly than they used to be (I do not deny that endowments of basic production factors still influence CAs, but with a less direct role than in the past). Nevertheless we all are also aware that non-price factors severely influence the position and implementation of CA of the firm at present and in the near future the non-price factors are to become even more important in gaining and maintaining advantages than the basic price factors. However, it also holds true that attempts to prove their increasing importance are scarce. The reason for this is not hidden only in the problem of their definition but also in the fact that they are hard to measure, vary enormously and develop constantly. Furthermore, today we do not raise only the question of what CAs consist of but also what competitive advantages actually are. In terms of their definition and measurement there is still no prevailing definition or variable most appropriate for their measurement, which is understandable due to their dynamic development. Probably one of the reasons for this lies in the increasing influence of non-price factors.
All mentioned above presents the main reasons for measuring the influence of the non-price factors on CAs in export firms. I carried out the research in Slovenian export manufacturing firms. The main purpose was to verify the concept of price and non-price factors of CA based on the issues of resourceadvantage theory and to measure the influence of the selected non-price factors on the advantages implemented on the international markets. Despite the measurement limits (limited number of variables and factors included in the research, problems of defining the dependent variable (CA) etc.), the research brought some interesting (mostly expected) results and showed that the concept of price and non-price factors of CAs can be accepted as a contemporary mechanism of defining sources of CAs in export firms.
Theoretical Background
Despite the constant presence and influence of non-price factors in international business only late 70-ies made their role more visible in the studies of export strategies and competitiveness of firms. The NEDO report 1965 (Hughes, 1993) , Piercy (1982 ), Aldington Report (1985 , European Management Forum (1984) etc. started to analyze price and non-price competitiveness of exporting firms. The classical competitiveness studies (cost competition) were upgraded step by step by non-price issues of competition, including marketing intangibles associated with added values of various kinds. The NEDO report for example mentioned non-price variables such as design, quality, delivery, selling, styling, speed, after sales service etc. Even before, in early 70-ies Kravis and Lipsey (1971) in their classic study of international competitiveness came to the conclusion that »relative export prices lost their force in the real marketplace because of the surrounding factors which reduce the impact of price«. Therefore non-price competitiveness became one of the most important ways of gaining success on international markets. This does not mean that price factors have not played an important role in international competition, but much less than in the past. Since products on markets became more and more differentiated (rather than substitutable), customers started to rank product factors such as quality, delivery, timing etc. much higher in competition than the price. Therefore »the distinction between price and non-price competitiveness became basic for the discussion of export strategy« (Piercy, 1982) -and gaining competitive advantage.
In 90-ies and at the turn of the millennium non-price factors have played even more important role than before. Their variety and the dynamic development of new or differentiated non-price factors make them not only hardly recognizable but often inimitable. The influence of trustworthiness, tacit knowledge, other specific knowledge embedded in human resource, flexibility, unofficial information, relationships with suppliers, customers etc. are important factors of export competitiveness. Their role in the contemporary theory of CA can be best explained with the issues of resource-based view developed by Barney (1991) , Conner (1991) , Grant (1991) , Peteraf (1993) , Oliver (1997) , and others, especially with the recently developed resource-advantage (R-A) theory of competition (Hunt (1995a,b; 1997a,b,c) ; Morgan (1995, 1999) ). The recent (R-A) theory can theoretically ground the concept of non-price factors, because it expands the view of resources and includes all intangible entities in the firm -from specific skills, dynamic (distinctive) capabilities to specific resources. Therefore it does not ground only the theory of relationship marketing (Hunt, 1997a) but it (despite the inward focus) also provides a framework to analyze performance on international markets (Broderick et al., 1998) .
Transparent issues of R-A theory can be seen in the following figures, which show the contemporary mechanism of gaining and maintaining CAs, developed by Morgan (1995, 1996) . Following these issues the concept of price/non-price factors can be in may opinion defined as a modern concept of competitive advantages at the firm level. The definition of the non-price factors originates in their nature (Itami and Rhoel, 1987; Hall, 1991 Hall, ,1992 Barney, 1991 etc.) : majority of them are invisible and intangible; hard to evaluate and accumulate; they are usually rare or specifically developed within the firm or group of firms; inimitable; without real substitute; hardly mobile (or immobile); they are capable of simultaneous multiple uses; they are both inputs and outputs of business activities; they present the base for sustainable CAs. But to become a source of CA they must be valuable or enable creation of value (Fahy, Smithee 1999) , otherwise they are not a potential source of advantage (Barney, 1991) . 
COMPETITIVE ADVANTAGES OF THE FIRM
It is extremely difficult to classify or divide these factors in any way. Not only because of their variety but also because of their constant development and dynamic differentiation. Barney (1991) accepts the categorization of resources of the firm as physical capital resources, human capital resources and organizational capital resources; Hall (1992) defines them as resources which are assets (patents, copyright, registered designs etc.) and skills (know-how, culture); Andriani and Hall (1998) 
The Research Framework
After the pilot research and testing of questionnaires the research started in October 1999, when questionnaires were mailed to 321 export manufacturing companies in Slovenia. Manufacturing and exporting were two criteria for the sample frame. (The majority of companies had over 70 % of sales in exporting in 1998). With the response rate of 38 % (122 questionnaires) at the end of January 2000 the research was completed.
The structure of the respondents by the industry was as follows (see Table 1 ). H3: Non-price and price factors influence CAs separately (as a single factor) and as a group (price and non-price).
Non-price Factors and Their Measurements
All variables defining a selected factor were developed on the grounds of R-A theory and export competitiveness of a firm. For each of the variable there is either theoretical or empirical test in the literature, which proves its importance or connection to CA theory and export success. With this eclectic approach I combined the factor defining variables in the measurement framework.
The human resource factor was measured through several variables (majority is based on R-A and HR theory): rareness, inimitability, substitutability and immobility of HR in a firm (Prahalad, Hamel, 1990; Barney, 1991; Conner, 1991; Pfeffer, 1994) ; motivation and goals of HR (commitment to international business) (Buckley et.al, 1988) ; corporate culture (Barney, 1986 , Hall, 1991 Bharadway et al., 1993) ; flexibility and adaptation of HR to environment changes (Dyer, 1993; Hall, 1993) ; capabilities of management (Dierickx, Cool, 1989; Day, Nedungadi, 1994; Mahoney, 1995) . Knowledge was measured by the share of tacit knowledge in a firm (Teece, 1998; Andriani, Hall 1998; Dyer in Singh, 1998) , by the share of accepted codified knowledge in industry (Teece, 1998; Andriani, Hall, 1998) and by the assessment of the importance of knowledge for product development (Hall, 1993) . Innovation was defined by the share of the profit invested in R&D (IMD (Institute for Management Development); WEF (World Economic Forum); Belcher et al., 1996; Shapiro, 1989) , by the number of registered patents, trademarks, labels, know-how (Shapiro, 1989; Hall, 1993; Huseman, Goodman, 1999) , by the structure of innovation (technological, organizational, managerial etc.) (Zahra, 1999) , by the assessment of innovation capabilities in a firm and by the development of formal and informal networking with customers, suppliers and others (relationship marketing theory; Gummesson, 1994; Broderick et al., 1999) .
Environment and location (localization) were measured by adaptation to environment obstacles; and by the level of localization of home based capabilities and skills (Porter, Dunning, Teece, 1998) . Quality was defined by the quality of the product and its reliability (Hall, 1993; Rao, 1998; Gale, 1994) and by the quality as a constant process within and outside of a firm (Cole et al., 1993; Feigenbaum, 1992/93) . Time (flexibility) was defined by the responsiveness of HR to changes (flexibility of HR in a firm); and by the time reagibility of all the processes in a firm (Vives, 1990; Glazer, 1991 etc.) .
Price Factors and Their Measurements
Price-factors (production factors: labor, capital, land) were selected and defined on the grounds of long prevailing cost competitiveness theory (Kravis, Lipsey, 1971; Balassa, 1985; Tyson 1984; Thurow, 1992 etc.) . All three factors were measured in their relative sense by the comparison of the costs of their major competitors on the most important market.
Dependent Variable = Competitive Advantage (CA)
The limitations referring to selected factors and their variables were not the only ones. Even bigger challenge represents a definition of CA how can we define it as a dependent variable. According to prevailing export theories and R-A theory I defined CA as a dependent variable with three variables:
-By the share of exports in total sales (Kravis and Lipsey, 1992; Aaby and Slater, 1989 etc.) ;
-By the market share on the most important market (Buckley et al., 1988; Diamantopoulus, 1999 etc.) ; and -By the return on equity (ROE)(R-A theory).
Results of the Statistical Analysis
The analysis brought some interesting results.
Firstly, positive and statistically significant correlation between separate nonprice (knowledge, innovation etc.) and price factors showed their dependency and their unconditional linkage (see Table 2 ). Only in the case of correlation between LO/LC, LO/HR, LO/TI and TI/PP we cannot find statistically significant dependency 2 . All correlations are thus positive and the majority is also statistically significant. This means that we can accept the first research hypothesis (H1) and define the interdependency among selected price and nonprice factors. 3). I could not weight the contribution of price or non-price factors directly, because of the lack of some variable data. However, the analysis proved that: -The firms, which evaluated non-price factors above and price factors below the average, gain higher CAs on international markets (see Table 4 a, b, c; arithmetic mean comparison).
All correlations between non-price factors and dependent variables are positive whereas the correlations between price factors and dependent variables are negative or none (see Table 3 ). But we can only accept statistically significant correlation between knowledge and export share. All other correlations were statistically insignificant.
According to open question (Quote your most important source of CA in a firm?) the quality of the product was ranked before the price of the product in 86 % of the cases.
All these results show that H2 can be accepted although we cannot directly measure the influence weight of the non-price or price factor group to CAs. P Sig. 1-tailed; P ≤ ≤ ≤ ≤ 0.05; r correlation coefficient; ROE return on equity; MARKET SHARE market share for major product group on the most important market; EXPORT 98 the share of exports in total sales; all data for 1998 Groups:
1. Export share 0-40 % (of total sales in 1998) 2. Export share 41-70 % (of total sales in 1998) 3. Export share 71-100 % (of total sales in 1998) 1. Firms with the market share below the average share on the most important market (in the industry or product group) 2. Firms with the market share above the average share on the most important market (in the industry or product group)
Thirdly, I developed a factor analysis (PAF method; OBLIMIN rotation). Five non-price factors out of all non-price variables were defined (they account for 58.4 % of the total variability): innovation/time (flexibility); knowledge; quality; location and human resource (see Table 5 ). The latter (indirectly) proves the understanding of non-price factors as the sources of CAs in firms; all the factors defined by factor analysis (with the exception of location and export share/ factor 1) show positive and statistically significant correlation between CAs (see Table 6 ). Again further analysis showed that companies which evaluate the factors (non-price factors) above average, realize higher CAs on international markets. This again proves the acceptance of H2. On the other hand the multiple regression analysis did not bring the expected results the influence on CAs can be proved only for two out of five factors defined by factor analysis (factor 1 (innovation/flexibility) and 2 (knowledge)) (see Table  7 ). The reason for such a result can be hidden in the dependency of the variables of the non-price factors. Some variables cannot influence only one factor, but also several other non-price factors.
Also we cannot deny the influence of separate factors on CAs nor their group influence (price/non-price) (see also Table 2 , 4 a-c). According to this fact H3 can be also accepted.
Among interesting results of the analysis was also the fact that 81 % of the companies claimed that their CAs are sustainable, which shows surprisingly high level of understanding of CAs in firms. Sig. 1-tailed; P ≤ ≤ ≤ ≤ 0.05; bj-partial regression coefficient
Conclusion
The explanation of the most important results of the research leads us to some important conclusions about gaining CAs on international markets. Firstly, the concept of price and non-price sources of CAs is a sensible and acceptable mechanism for development of CAs in exporting firms. Secondly, the empirical analysis showed that firms differentiate between price and non-price factors of competitiveness which makes the concept and its issues theoretically and empirically acceptable. This also means that R-A theory of competition gives rational contemporary base for the definition of CA sources. For example, for Slovenian export manufacturing firms turned out that those firms which understand the meaning of non-price factors and invest and develop them gain higher CA; better position and performance on international markets; and therefore better export results. This gives us a good reason to accept the concept of price and non-price factors as an up-to-date concept of gaining advantages in export companies. Also we can say that both price and non-price factors contribute to CA on international markets, while according to the research we can prove that non-price factors play a major role in their gaining.
